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In theMatterof )
)
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InternationalSettlementRates ) TB DocketNo. 96-261

REPLY COMMENTS OF AT&T CORP. ON REMOVAL
OF THE INTERNATIONAL SETTLEMENTS POLICY.

AT&T Corp. (“AT&T”) herebysubmitstheseReplyCommentsconcerningoneof

theroutesthat areproposedfor removalof theInternationalSettlementsPolicy (“ISP”) underthe

proceduresestablishedby theFirst ReportandOrderin this proceeding.~AT&T, like Telefonos

de Mexico, S.A. de C.V. (“Telmex”), supportsthe removalofthe ISP on theU.S.-Mexicoroute.

However,thereis no basisto Telmex’s claims thatthe Commissionis requiredto takethis step

in order to “catch up to” Mexico’s removal of its International Long DistanceRules (“ILD

Rules”) that purportedly“are theequivalentof theISP.”2 Mexico is removingits ILD Rulesonly

after a WTO panel found them to be nothingmore than“anticompetitiveprice-fixing” andto

violate Mexico’s WTO obligationsinceFebruary1998 to preventsuchpractices.3 In contrast,

International SettlementsPolicy Reform,lB DocketNo. 02-324,First Reportand Order,rel. Mar. 30,
2004,FCC 04-53,(“Report andOrder”), ¶ 29 & App. E (listing routessubjectto commentorpetitions).
See also, Public Notice, CommissionAnnouncesPleading Cycle For Commentsand Replies in
Proceedingon RoutesBelievedto beBenchmarkCompliant,DA 04-1585,May 28, 2004(listing routes
availablefor comment).
2 CommentsofTelefonosde Mexico, S.A. de ~ filed June28, 2004 (“TelmexComments”),at3.
~World TradeOrganization,Mexico MeasuresAffectingTelecommunicationsServices,Reportof the
Panel,WT/DS204/R,Apr. 2, 2004 (“WTO PanelReport”),at 198.
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the U.S. ISP rules are consistentwith WTO requirementsand arebeing removedsimply asa

deregulatorystepto furthertheCommission’sgoalofcost-basedratesby “encourag[ing]market-

basedarrangementsbetweenU.S. andforeigncarriers.”4

Mexico’s ILD RulesrequireTelmex,asthe largestMexicaninternationalcarrier,

to negotiateall internationalterminationratesin Mexico andrequireall Mexicancarriersboth to

chargethoseratesandto adhereto proportionatereturnrules. The WTO panelfound“the U.S.

argumentconvincingthattheremovalof pricecompetitionby theMexicanauthorities,combined

with the settingof the uniform priceby the major supplier,haseffectstantamountto thoseof a

price-fixing cartel.”5 The panelfound that Mexico violated Section 1 of its WTO Reference

Papercommitmentto maintain “appropriatemeasures”to preventanticompetitivepracticesby

maintainingmeasuresthatrequiretheseanticompetitivepractices.6

In contrast,U.S. ISP rulesarenarrowly focusedonpreventingtheabuseofforeign

marketpowerandencourageratherthanprohibit competitiveratenegotiations.All U.S. carriers

negotiateratesindependentlywith foreigncarriers. Unlike therigid uniformity ofMexico’s ILD

Rules, the ISP is merelyconcernedwith nondiscrimination,symmetrical ratesfor inboundand

outboundtraffic, andproportionatereturn.7 Moreover,theISP rulesdo not applyto U.S. carrier

arrangementswith nondominantforeigncarriers,while Mexico’s ILD Rulesapply to all carriers.

EvenU.S. carrier arrangementswith foreign dominantcarriershavebeenexemptfrom the ISP

ruleson themanyroutesauthorizedfor TSR orwherethe ISPhasbeenremoved.

~ReportandOrder,¶ 3.
~WTO PanelReport,at 198.
6 Id,, at 198-99.

~ReportandOrder,¶ 12.
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AT&T welcomesMexico’s agreementto modify its internationalrulesto remove

the requirementsfor uniform rates,proportionatereturn and for the largestcarrierto negotiate

ratesfor all carriers,whichpromisesto benefitconsumersand carriersat bothendsofthe U.S.-

Mexico routeby encouragingcompetitionand lowerrates. AT&T does,however,haveconcerns

with Mexico’s proposedmodifications. First, while Telmexcontends(p. 3, n. 13) that “Mexico

hasnot reservedtheability to reimposeits ILD Rules,”Mexico proposesexpresslyto reservethe

right to require“proportionality” and“reciprocity” conditionsto be includedin agreementswith

Mexicancarriers. Second,AT&T Mexico proposesto require all agreementswith Mexican

carriersto be filed andmadepublicly available,althoughthereis no reasonto requirethefiling

or public availability of any agreementswith nondominantMexicancarriers. In the U.S., all

filing requirementsfor nondominantU.S. carriersareremovedwhenthe ISP is removed.8 This

is becauserequiring public availability “may exert a chilling effect” on pro-competitive

arrangements.9

~ Id.,~j58; 47 C.F.R. Sect. 43.51(b). Accordingly, filing requirementsshould continue to apply to

Telmex.
~1998BiennialRegulatoryReview,ReformoftheInternationalSettlementsPolicy andAssociatedFiling
Requirements,14 FCCRcd. 7963,¶ 28 (1999);ReportandOrder,¶ 58, n.l44.
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Contraryto Telmex’s claims (p. 3), it is thereforeMexico, andnot the U.S., that

needsto “catchup” by removingthis unnecessaryandanticompetitiveregulationof nondominant

Mexicancarriers.

Respectfullysubmitted,

AT&T CORP.

By /s/ JamesJ. R. Talbot
LeonardJ. Cali
LawrenceJ.Lafaro
JamesJ. R. Talbot

1120 20th Street,NW
Suite 1000
Washington,DC 20036
(202)457-2131

Dated: July 13, 2004.
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